January 29, 2016
 

Dear Investors,

The markets finished January on a high note as the Dow Jones Industrial Average and the S&P 500 Index each gained nearly 2.5% on the last trading day of the month.  Last week, I stated that the markets appeared to have begun the projected multi-week rally.  However, conflicting technical indicators suggested that they could have been forming a wave (4) up that would be followed by a steep wave (5) decline.  This weekend, it is difficult to determine if Friday’s sharp increase will be the end of wave (4) up or part of the beginning of a sub-wave (3) up of the multi-week rally that began with the markets’ low of January 20th.  The markets are also within a Fibonacci phi mate turning window. This means that either the sub-wave (3) up began on Wednesday, January 27th or wave (4) up finished, or will finish, in the next day or two. 
Thanks to Friday’s gains, the markets finished higher for the second consecutive week.  The Dow Jones Industrial Average jumped 396.66 points on Friday to help the Blue Chip index gain 372.79 points, or 2.3%, for the week to finish at 16.466.30, and is down 5.5% this month.  The S&P 500 Index shot up 46.88 points on Friday to gain 33.34 points, or 1.75%, this week to close at 1,940.24, and is down 5.1% this year. The NASDAQ Composite jumped 107.28 points on Friday but only gained 22.77 points, or 0.5%, for the week to close at 4,613.95, and is down 7.9% for the month.  The Russell 2000 recovered 3.2% on Friday to gain 1.4%, or 14.72 points, this week to finish the month at 1,035.38, and is down 8.9% this year. 
The two week rally is strictly an over-sold bounce because the global economic news continues to worsen.  On Thursday, the Bank of Japan adopted a negative interest rate policy which means that you pay for the privilege of putting money in a Japanese bank.  The Japanese central bank wants to encourage spending and business investment rather than savings to jump-start its struggling economy.  Other global central banks have been reducing interest rates to spark their economies, but the U.S. central bank plans on raising interest rates.  The first read of the U.S. fourth quarter GDP came in at an increase of 0.7%, which would mean that the 2015 annual growth rate was about 2%.  It is difficult to understand how our contradictory monetary policy will stimulate growth in the U.S., which is why I do not think that there will be any further interest rate hikes this year. 
In my last letter of 2015, I wrote that the markets would be volatile in 2016.  Generally, as January goes, so goes the year.  If that is the case, then the markets should finish the year negative.  I believe that the price action in January is a sneak preview of what is to come.  I also wrote that we will probably have a negative quarter of GDP growth, possibly two, to kick off a recession.  I believe there will be a sharp sell-off prior to the election.  
Even though I believe that we are in the midst of a lengthy bear market, there are opportunities to make money.  If you are our client, then you know that we have been cautious of the markets.  We strive to capture some of the upside in the markets but shield our clients from significant downturns.  Over the very short-term, the upside potential of the markets may be worth the downside risk.  

Our clients nearing retirement are positioned for the potential risks on the horizon.  If you are not a client and your financial advisor does not see or understand the risks and bubbles facing this market, then it may be time for you to contact us.  If you want to discuss your financial plan, risk analysis, and/or tax strategies or would like to refer a friend or family member, please call our office or email info@summitasset.com. It is time to put our B.E.L.I.E.V.E. Wealth Management process to work for you. 
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You cannot invest directly in a market index, market indices are for benchmark purposes.  The information in this market commentary is obtained from various news sources, Stockcharts.com and technicalindicatorindex.com. 

Fibonacci Phi Date (also known as Fibonacci Time Extensions) is a technical indicator used to seek to identify the timing of significant price movement in the market, and is based on the Fibonacci Number Sequence.

The Hindenburg Omen is a combination of technical factors that attempt to measure the health of the NYSE, and by extension, the stock market as a whole.  The goal of the indicator is to signal increased probability of a stock market crash.

The opinions voiced in this material are for general information only and are not intended to provide specific advice or recommendations for any individual.  To determine which investment(s) may be appropriate for you consult your financial advisor prior to investing.

The economic forecasts set forth in the presentation may not develop as predicted and there can be no guarantee that strategies promoted will be successful. All performance referenced is historical and is no guarantee of future results.

The Standard & Poor’s 500 Index is a capitalization weighted index of 500 stocks designed to measure performance of the broad domestic economy through changes in the aggregate market value of 500 stocks representing all major industries.

The Dow Jones Industrial Average is comprised of 30 stocks that are major factors in their industries and widely held by individuals and institutional investors.

The NASDAQ Composite Index measures all NASDAQ domestic and non-U.S. based common stocks listed on The NASDAQ Stock Market.

The Russell 2000 Index is an unmanaged index generally representative of the 2,000 smallest companies in the Russell 3000 index, which represents approximately 10% of the total market capitalization of the Russell 3000 Index.

The Blue Chip Index is a stock index that tracks the shares of the top-performing publicly traded companies.  These indices are unmanaged, which cannot be invested into directly.

Past performance is no guarantee of future result.
